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David F. Locey, CPA, PC
P.O. Box 7037
67036 N. M-66
Sturgis, M1 49091

(269)-651-4225 Phone
(269)-651-1989 Fax

INDEPENDENT AUDITOR'S REPORT

To the Township Board
Township of Noble Branch County
Bronson, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the Township of Noble, Michigan, as of and for
the vear ended March 31, 2006, which collectively comprise the Township's basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the Township of Noble, Michigan's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions,

As discussed in the notes to the financial statements, management has not reported its financial
statement under GASB 34 reporting format. As a result, no management discussion and analysis
report, government wide statement of net assets, or government wide statement of activities is
included. Management has not recorded certain general assets in governmental activities and,
accordingly, has not recorded depreciation expense on those assets. Accounting principles
generally accepted in the United States of America require that those general infrastructure assets
be capitalized and depreciated, which would increase the assets and expenses of the
governmental activities. The amount by which this departure would affect the assets and
expenses of the governmental activities is not reasonably determinable,



In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
iinancial statements referred to above do not present fairly, in conformity with accounting
principles generally accepted in the United State of America, the financial position of the
governmental activities of the Township of Noble, Michigan, as of March 31, 2006, and the
changes 1n financial position thereof for the year then ended.

In addition, in our opinion, the financial statements referred to above present fairly, in all
material respects, the respective {inancial position of the business-type activities, each major
fund, and the aggregate remaining fund information of the Township of Noble, Michigan as of
March 31, 2006, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in The?lpited States of America.

#

N
David F. LOC%A, PC

Sturgis, Michigan
August 28, 2006




ASSFTS
Cash and Cash Equivalents
Prepaid Expenses
Taxes Receivable
State Revenue Sharing Receivable
Due - Tax Fund

Total Assets

LIABILITIES AND FUND EQUITY

Accounts Payable
Accrued Withheld Payrofl Tax

Total Liabilities
[Fund Equity
Reserved
Unreserved
Total Fund Equity

Total Liabilities and Fund Equity

TOWNSHIP OF NOBLE
COMBINED BALANCE SHEET
ALL FUND TYPES
MARCH 31, 2006

Governmental
- Fund Types
Special Total
General Revenue {(Memorandum
Fund Fund Only)
$217,489 5600 $218,089
457 0 457
902 0 902
8532 0 8532
R L 0 174
$227,554 _ $600 $228,154
$159 §0 $159
~ 815 0 815
974 0 974
15,608 600 16,208
210,972 0 210,972
226,580 600 227,180
$227,554 $600 $228.154

The notes to the financial statements are an integral part of this statement.




TOWNSHIP OF NOBLE
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ALL GOVERNMENTAL FUUND TYPES
FOR THE YEAR ENDED MARCH 31, 2006

Total
(Memorandum
_ Governmental Funds ___ Only)
General Special Reporting
) Fund Revenue Fund Entity
REVENUES
Taxes $11,245 $0 $11,245
Property Tax Administration Fee 3,112 0 3,112
State Shared Revenue 35,397 0 35,397
Interest Earned 6,778 0 6,778
Cemetery 260 0 260
Other 1,073 0 1,073
Total Revenues 57,865 0 57,865
EXPENDITURES
General Government 26,460 0 26,460
Flowers 0] 0 0
Public Safety 8,829 0 8,829
Public Works 34,368 . 0 34,368
Total Expenditures 69,657 0 69,657
Excess of Revenues Over
{Under) Expenditures (11,792) 0 {11,792)
Net Assets - Beginning of the Year 238,372 600 238,972
Net Assets - End of the Year $226,580 $600 £227,180

The notes to the financial statements are an integral part of this statement.



TOWNSHIP OF NOBLE
COMBINED STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND AND SPECIAL REVENUE FUNDS
FOR THE YEAR ENDED MARCH 31, 2006

General Fund

Over
(Under)
Budget Actual Budget
REVENUES
Taxes $10,000 $11,245 $1,245
Property Tax Administration Fec 3,600 3,112 (488)
State Shared Revenue 34,000 35,397 1,397
Interest Earned 3,000 6,778 3,778
Cemelery 700 260 (440)
Other 2,000 1,073 N (927)
Total Revenues 53,300 57,865 4,565
EXPENDITURES
General Government 36,740 26,460 (10,280)
FFlowers 0 0 0
Public Safety 10,000 8.829 (1,171
Public Works 50,000 34,368 (15,632)
Total Expenditures 96,740 69,657 (27,083)
Excess of Revenues Over

{Under) Expenditures (43,440) (11,792) 31,648
Net Assets - Beginning of the Year N 238,372 238,372 0
Net Assets - End of the Year $1“9_4,932 ' $226,580 _ $31,648

The notes 1o the financial statements are an integral part of this statement.



Special Revenue Fund ) Total (Memorandum Only)
Reporting Entity

Over Over
{Under) (Under)
Budget Actual Budget Budget Actual Budget
$0 30 $0 $10,000 $11,245 $1,245
0 0 0 3,600 3,112 (488)
0 0 0 34,000 35,397 1,397
0 0 0 3,000 6,778 3,778
0 0 0 700 260 (440)
L 0 0 0 2,000 1,073 (927)
0 0 0 53,300 57,865 4,565
0 0 0 36,740 26,460 (10,280)
0 0 0 0 0 0
0 0 0 10,000 3.829 (1,171)
L 0 0 0 50,000 34,368 (15,632)
B 0 ‘ 0 0 96,740 69,657 {27,083)
0 0 0 (43,440) {11,792) 31,648
600 _ 600 0 238,972 238,972 0

8600 _$600. 30 _ $195,532 $227,180 $31,648




TOWNSHIP OF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The Township of Noble is located in Branch County and provides services including public safety and
general administrative services.

PRINCIPLES USED IN DETERMINING THE SCOPE OF ENTITY FOR FINANCIAL
REPORTING PURPOSES

REPORTING ENTITY

In accordance with generally accepted accounting principles and Governmental Accounting Standards
Board Statement #14 "The Financial Reporting Entity". The Township of Noble, Michigan operates under
a council form of government. The accompanying financial statements present the Township's primary
government and component units (none) over which the Township exercises significant influence.
Significant influence or accountability is based primarily on operational or financial relationship with the
Township of Noble.

The major operations of the Township include general administrative and public safety services.

Criteria - primary vs. component unit (none)
Oversight Responsibilities

A. Financial interdependency - responsibility for financial deficits or entitlement to surpluses
B. Selection of governing authority

C. Designation of management

D. Ability to significantly influence operations

E. Accountability for fiscal matter

BASIS OF PRESENTATION

FUND ACCOUNTING

The accounts of the Township of Noble are organized on the basis of funds and account groups, each of
which is considered a separate accounting entity. Each fund is accounted for by a separate set of self-
balancing accounts that comprises its assets, liabilities, fund balance, revenues, and expenditures/expenses.
The individual funds account for the governmental resources allocated to them for the purpose of carrying
on specific activities in accordance with faws, regulations, or other restrictions.



TOWNSHIP OF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONT'D.}

GOVERNMENTAL FUND TYPES

These are the funds through which most governmental functions typically are financed. The funds in this
category are as follows:

General Fund - This fund is established to account for resources devoted to financing the general services
that the Township performs for its citizens. General tax revenues and other sources of revenue used to
finance the fundamental operations of the Township are included in this fund. This fund is charged with all
costs of operating the government for which a separate fund has not been established.

Special Revenue Funds - The Township of Noble has one Special Revenue Fund and a Cemetery Perpetual
Carc Fund. These funds were established to account for proceeds that are legally restricted to expenditures
for a specific purpose.

BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported
in the financial statements. Basis of accounting relates to the timing of the measurements made, regardless
of the measurement focus applied.

GOVERNMENTAL FUNDS

All governmental funds utilize the modified accrual basis of accounting. Under this method, revenues are
recognized in the accounting period in which they become both available and measurable. Licenses and
permits, charges for services, fines, forfeits, and miscellaneous revenues are recorded as revenues when
received in cash. Genecral property taxes, self-assessed taxes, and investment earnings are recorded when
carned ( when they are both measurable and available).

BUDGET AND BUDGETARY ACCOUNTING

Formal budgetary accounting is employed as a management control for all funds of the Township. Annual
operating budgets are adopted each fiscal year through passage of an annual budget ordinance and amended
as required for the General Fund and Special Revenue Funds. The same basis of accounting is used to
reflect actual revenues and expenditures/expenses recognized on a generally accepted accounting principles
basis.

All unencumbered budget appropriations lapse at the end of each fiscal year, Township adopted fiscal year
3/06 budget in 3/05.



TOWNSHIP OF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONT'D.)

FUND EQUITY

The unreserved fund balance for governmental funds represents the amount available for budgeting future
operations.

REVENUE RECOGNITION
Property tax revenue recognition - The local unit property tax is levied on each December 1 on the
taxable valuation of property located in the Township of Noble as of the preceding December 31.

Ad valorem taxes were levied for the [ocal unit operating purposes. These amounts are recognized
in the general fund financial statement as taxes receivable or current tax collection,

TOTAL COLUMN ON COMBINED STATEMENTS -- OVERVIEW

The tolal columns on the combined statements are captioned "Memorandum Only" to indicate that they are
presented only to facilitate financial analysis. Data in these columns do not present financial position,
results of operations or changes in financial position, in conformity with generally accepted accounting
principles, also Is not data comparable to a consolidation because interfund eliminations have not been
made in the aggregation of this data.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.



TOWNSHIP OF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (CONT'D.)

CASH AND CASH EQUIVALENTS

Deposits are carried at cost. Deposits of the Township are at two banks in the name of Township of Nobte.
Michigan Compiled Laws (MCL), Section 129.91, authorizes a local unit to deposit and invest in the
accounts of Federally insured banks, credit unions and savings and loan associations; bond securities, and
other obligations of the United States, or an agency or instrumentality of the United States in which
principal and interest if fully guaranteed by the United States, including securities issued or guaranteed by
the Governmental National Mortgage Association; United States government or Federal agency obligation
repurchase agreements; bankers' acceptance of United States banks; mutual funds composed of investment
vehicles which are legal for direct investment by local units of government in Michigan; and commercial
paper rated by two standard rating agencies within the three highest classifications, which matures not more
than 270 days after the date of purchase, and which involves no more than 50 percent of any one fund.
Michigan Law prohibits security in the form of collateral, security bonds, or other forms for the deposit of
public money.

Attorney General's Opinion No. 6168 states that public funds may not be deposited in financial institutions
located in the states other than Michigan.

The Governmental Accounting Standards Board (GASB) Statement No. 3, risk disclosures for the
Township's cash deposits are as follows:

Primary
Govemmiri
Carrying
Deposits Amount
Insured (FDIC) $160,643
Uninsured 56,846

Total Deposits $217,489

Cash equivalents are money market accounts with maturity of 90 days or less - because of liquidity they are
considered the same as cash.



TOWNSHIP OF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

COMPENSATED ABSENCE

None.

POST EMPLOYMENT BENEFITS

No benefits are available.

COMMITMENTS AND CONTINGENCIES

Management of the Township is not aware of any material commitments or contingent liabilities.

RISK MANAGEMENT

The Township is exposed to various risks of loss related to property loss, torts, errors and omissions, and
employee injuries. The Township has participated in the Michigan Township Participating Plan (MTPP)
since January 1, 1987. The plan covers general liability, non-owned/hired automobile liability, errors and
omissions, property damage, and inland marine. Settled claims for the commercial insurance have not
exceeded the amount of insurance coverage in any of the past three fiscal years.

The MTPP was created pursuant to the authority of a: Article 7, Section 28, Michigan Constitution of 1963;

b) Section 1, Chapter 124, Michigan Compiled Laws (PA No. 35, 1951, as amended by PA No. 138,
1982). The Township voted unanimously to enter into this cooperative action agreement October 2, 1986
and have continued their membership since.

The Michigan Township Participating Plan was established April 1, 1985, pursuant to laws of the State of
Michigan which authorize local units of government to exercise jointly any power, privilege or authority
which each might exercise separately. The purpose of the plan is to jointly exercise powers common to
each participating member; to establish and administer a risk management program; to prevent or lessen the

incidence and scverity of casualtylosses occurring in the operation of its members; and to defend and
protect, in accordance with this agreement, any member of the authority against liability or loss. The
powers and duties created hereunder and the described activities of the plan are not intended to constitute
the issuance of a policy of insurance. The members intend, in the creation of the plan, to establish an
organization for joint risk management and have not created as between member and

member any relationship for the debts of or claims against any member.



TOWNSHIP OIF NOBLE, BRANCH COUNTY, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED MARCH 31, 2006

The MTPP, while it operates undcr the Michigan Legislation of PA 138, does not operate as a risk pool due
to a total transfer of risk to reinsurance companics backing the Participating Plan. Due to this reinsurance
purchase;, there is no pooling of risk between members. The plan has protected itself by purchasing

reinsurance. Participating Plan chose to adopt the forms and endorsements of conventional insurance
protection and to reinsure these coverage's 100 percent, rather than utilize a risk pool of member funds to
pay individual and collective losses up to a given retention, and then have reinsurance above that retention
amount.

The Plan has reinsured 100 percent of its loss reserves and consequently has not reflected a liability for loss
reserves on its balance sheet. In July 1992, the Plan entered into a negotiated settlement with Governmental
Casualty Insurance Company (GCIC) and agreed to execute a commutation agreement whereby lability for
all risks assumed by GCIC under their reinsurance agreements with the plan would be commuted back to
the Plan. The Plan entered into a similar agreement with American Commercial Liability Insurance
Company.

Based on actuarial study performed by William M. Mercer, Inc., the MTPP had the following open case
reserves and IBNR reserves at June 30, 1996 under these commutation agreements:

Case IBNR Total
Loss Reserv_e_s Reserves B Reserves
$313,550 $31,252 $344,802

At June 30, 1996, the Plan has reinsurance limits in the amount of $693,119 to cover the reserves.

The Plan has continued to use the services of Integrated Runoff Insurance Services Corporation (IRISC) to

assist in formalizing loss reserve standards and in settling loss and loss adjustment expense reserves. IRISC
has maintained its philosophy that the potential for governmental immunity should be ignored when setting
case reserves, even though trends continue to indicate that average cases close for substantially less than the
reserve estimates.

GASB 34 REPORTING FINANCIAL

Township has elected not to convert to GASB 34 format, therefore assets owned by the Township such as
building and equipment are not stated at current values as of 03/31/06, also no current charge is being
recorded for current year depreciation. Accordingly the Management and Discussion Analysis Letter,
Statement of Net Assets, and Statement of Activities are not included per GASB 34 format.

10



TOWNSHIP OF NOBLE
GENERAL FUND
STATEMENT OF EXPENDITURES - ACTUAL COMPARED TO BUDGET
FOR THE YEAR ENDED MARCH 31, 2006

Over
(Under)
. Budget Actual _ Budget
GENERAL GOVERNMENT
TOWNSHIP BOARD
Trustees Salaries $700 $582 ($118)
Printing and Publication 500 58 {442)
Insurance and Bonds 2,800 2,286 (514)
Drains at Large 4,000 2,014 {1,986)
Dues 240 238 (2)
Miscellaneous/Medicare 2200 2266 66
Total Township Board Expenditures 10,440 7,444 (2,996)
SUPERVISOR
Salary 1,800 1,800 0
Insurance 1,400 1,275 (125)
Travel & Miscellaneous 1,800 407 (1,393)
Total Supervisor Expenditures 5,000 3,482 {1,518)
ELECTIONS 2,000 946 (1,054)
CLERK
Salary 3,200 2,650 (550)
Travel 150 42 (108)
Supplies 150 10 (140)
Total Clerk Expenditures 3,500 2,702 (798)
BOARD OF REVIEW 800 549 (251)

The notes Lo the financial statements are an integral part of this statement.



TOWNSHIP OF NOBLE
GENERAL FUND

STATEMENT OF EXPENDITURES ACTUAL COMPARED TO BUDGET - CONTINUED

FOR THE YEAR ENDED MARCH 31, 2006

GENERAL GOVERNMENT - CONTINUED

TOWN HALL
TREASURER

Salary

Supplics

Travel

Insurance

Total Treasurer Expenditures
CEMETERY

Salaries

Supplies

Capital Outlay

Total Cemetery Expenditures

Total General Government Expenditures

PUBLIC SAFETY
Fire Protection

PUBLIC WORKS
Road Construction

Total Expenditures

The notes to the financial statements are an integral part of this statement.

Over

{Under)

B BM__ o Actual Budget
1,500 100 (1,400)
4,500 4450 (50)
500 568 68
100 187 87
1,400 12 (1,388)
6,500 5,217 (1,283)
5,800 5,381 (419)
600 400 (200)
600 239 (361)
7.000 6,020 (980)
36,740 26,460 (10,280)
10,000 8,829 (1,171)
50,000 34,368 {15,632)
o $96,740 $69.657 ($27,083)

12



TOWNSHIP OF NOBLE
STATEMENT OF RESERVE FOR CEMETERY CARE
FOR THE YEAR ENDED MARCH 31, 2006

RESERVE BEGINNING

ADDITIONS

RESERVE ENDING

The notes to the financial statements are an integral part of this statement.

£16,000

$16,208




TOWNSHIP OF NOBLE

TAX COLLECTION FUND

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

ASSETS

Cash and Cash Equivalents

LIABILITIES

Noble Township

Due to Schools - Bronson

Due to Branch County
Treasurer & State

Total Liabilities

FOR THE YEAR ENDED MARCH 31, 2006

Balance Balance
April 1, Disburse- March 31,
2005 Receipts ments 2006
$0 $297,255 _ $297,081 5174
$0 514,294 $14,120 $174
0 11,829 11,829 0
0 271,132 271,132 0
$0 8297255 $267,081 174

The notes to the financial stalements are an integral part of this statement.
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DavidF. Locey, C.P.A, P.C.
P.O. Box 7037
67036 N. M-66
Sturgis, Michigan 49091

Phone (269) 651-4225
Fax (269) 651-1989

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Township of Noble
Branch County, Michigan

We have audited the general purpose financial statements of the Township of Noble, as of and
for the year ended March 31, 2006 and have issued our report thereon dated August 28, 2006.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the Township of Noble’s general
purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contract and grants, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards.

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered the Township of Noble’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the general purpose financial statements and not to provide assurance
on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a



relatively low level risk that misstatements in amounts that would be material in relation to the
general purpose financial statements being audited may occur and not be detected within a imely
period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal controt over financial reporting and its operation that we consider
lo be material weaknesses.

This report 1s intended solely for the information and use of the audit committee, management,
others within the organization, Township Board, and federal awarding agencies and pass-through
entitics and is not intended to be and should not be used by anyone other than these specified
parties.

DAVID F, LOCE

Sturgis, Michigan
August 28, 2006



David F. Locey, CPA, PC
P.O. Box 7037

67036 N. M-66
Sturgis, M1 49091

(269)-651-4225 Phone
(269)-651-1989 Fax

COMMENTS AND RECOMMENDATIONS

Township of Noble
Bronson, Michigan

We appreciated the opportunity of examining the records for the year ended March 31,
2006 and the assistance given during the examination.

During the course of the examination we noted no matters that were of material
importance to point out to the Association for future reference.

Again, we a Preciate the opportunity of being of service to you.

s

™
( N 7
DAVID 17 LOC@%.P.A., P.C.

August 28, 2006



